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S&P Global Ratings: Credit Ratings 
 
A Credit Rating Is: 

• A forward-looking opinion of relative creditworthiness 

• A key component in pricing debt 

- Typically: higher rating = lower default risk = lower cost of capital 

- Rating scale runs from “AAA” (highest) to “D” (lowest; indicates 
default) 

A Credit rating is not: 

• A recommendation to purchase, sell or hold a particular security 

• A comment on the liquidity of the instrument or any other element 

affecting the suitability of the investment for an investor, including 

interest rate, currency and prepayment risk 

• An audit of the obligor’s financials or operations 
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Issuer Ratings 
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Issuer ratings assess: 

• Capacity & willingness of an obligor to meet financial commitments 

 

• 5ŜŦŀǳƭǘ ōŀǎŜƭƛƴŜǎ ŜȄǇǊŜǎǎŜŘ ǾŀǊƛƻǳǎƭȅ ŀǎ Χ 

– /ƻǊǇƻǊŀǘŜ /ǊŜŘƛǘ wŀǘƛƴƎǎ όά//wέύ  ƻǊ  

– LǎǎǳŜǊ /ǊŜŘƛǘ wŀǘƛƴƎǎ όάL/wέύ 

– Counterparty ratings 
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Long-Term Debt Rating Scale…as applied 
to Issuers 
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Default Risk by Rating: Cumulative 
Default Rates (%) 1981-2015* 
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Rating Direction 
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άh¦¢[hhYέ  

– Assesses potential long-term direction 

– Assigned to all long-term Issuer ratings 

• Time horizon ς 

– Investment Grade: up to 2 years 

– Speculative Grade: 1 year or less 

• bƻǘ ƴŜŎŜǎǎŀǊƛƭȅ ŀ ǇǊŜŎǳǊǎƻǊ ǘƻ ŀΧ 

– Rating change 

– ά/ǊŜŘƛǘ ²ŀǘŎƘέ ƭƛǎǘƛƴƎ 

• Outcomes: Positive, Negative, Stable, Developing 

– ά! м ƛƴ о ƭƛƪŜƭƛƘƻƻŘ ƻŦ ŀ ǊŀǘƛƴƎ ŎƘŀƴƎŜέ 

ά/w95L¢  WATCHέ  

 Assigned selectively to long-term Issuer and Issue ratings 

• Focus on short-term direction 

– Fundamentals driven 

– Driven by identifiable events or circumstances 

• Time Horizon: targeted for 90 days or less 

• Additional information necessary 

• Outcomes: Positive, Negative, Developing 

– ά! рл҈ ƻǊ ƎǊŜŀǘŜǊ ƭƛƪŜƭƛƘƻƻŘ ƻŦ ŀ ǊŀǘƛƴƎ ŎƘŀƴƎŜέ 
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The Corporate Ratings Criteria 
Framework 
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Business Risk Profile (Competitive Position + 
Profitability) 
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Financial Risk Profile 
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Cash Flow/Leverage (CFL) 
 

Private & Confidential 10 



No content below the line No content below the line 

Key Credit Factors for E&P 
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Competitive 
Advantage(10%) 

Scale, Scope, 
Diversity(55%) 

Operating 
Efficiency(35%) Profitability 

• Growth prospects in its 
acreage • Size of reserves • Unit cash costs & F&D • ROC 

• Mix of liquids vs. gas • Mix 
• Unit cash margin relative to 

F&D • EBI/unit 

• Unit revenues at each 
producing regions • Operational risk  

• Revenue per unit relative 
to uleveraged costs • EBI margin 

• Extent of any vertical 
integration 

• Geographic 
diversification   

 
• Production & 
      growth prospects  
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Credit Outlook 
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Quarterly Rating Actions (Global) For The Oil And Gas 

Sector 
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Source: S&P Global Fixed Income Research. 
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Global Defaults For Oil & Gas 

As of April 20, 2017. Source: S&P Global Fixed Income Research. 
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U.S. Oil & Gas Distribution 

77, 66% 

30, 26% 

9, 8% 

Exploration And Production Oilfield Services Contract Drillers

Source: S&P Global Ratings.  
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U.S. Oil & Gas Ratings And Outlook Distribution 

3, 2% 

3, 3% 

18, 15% 

17, 15% 

46, 40% 

26, 22% 

2, 2% 

1, 1% 

Total – 116 Companies 

AA A BBB BB B CCC SD D

Ratings Distribution 
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Schedule Of Maturing Rated Debt – Oil And Gas 

Sector 
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(US$ blns)

Investment grade 2016.2H 2017 2018 2019 2020 2021  Total

U.S. 5.0 22.4 27.1 31.3 27.0 20.4 133.2

Europe 8.8 37.7 35.0 40.6 44.6 31.3 198.0

Other Developed 0.3 1.4 3.6 2.1 0.8 2.5 10.6

Emerging Markets 5.7 10.3 11.8 14.2 10.3 9.0 61.3

Total Investment grade 19.8 71.8 77.5 88.2 82.8 63.2 403.1

Speculative grade

U.S. 0.3 8.7 15.2 33.9 31.1 27.9 117.1

Europe 2.2 6.6 7.9 16.6 12.3 8.5 54.1

Other Developed 2.8 1.1 2.5 5.9 2.6 14.9

Emerging Markets 2.4 16.9 13.5 13.2 11.0 16.7 73.7

Total Speculative grade 4.8 35.0 37.8 66.3 60.3 55.7 259.9

Totals

U.S. 5.3 31.1 42.3 65.2 58.2 48.2 250.3

Europe 11.0 44.3 42.9 57.2 56.9 39.8 252.2

Other Developed 0.3 4.2 4.8 4.6 6.7 5.0 25.5

Emerging Markets 8.0 27.3 25.3 27.4 21.3 25.7 135.0

Total Oil and Gas 24.6 106.8 115.2 154.5 143.1 118.8 663.0

Includes Integrated and exploration and production sectors. Data as of June 30, 2016. Includes bonds, loans, and revolving credit 

facilities that are rated by S&P Global Ratings. Foreign currencies are converted to U.S. dollars at the exchange rate on close of 

business on June 30, 2016.  

Source: S&P Global Fixed Income Research.
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Speculative-Grade Bond Yields 

 

Source: S&P Global Fixed Income Research 
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Thank you 

Thomas Watters 

Managing Director 

T: 212-438-7818 

thomas.watters@spglobal.com 
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Copyright © 2017 by Standard & Poorôs Financial Services LLC. All rights reserved. 

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse 

engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poorôs Financial Services LLC or 

its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, 
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BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any 

direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits 

and opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages. 

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact. S&Pôs opinions, 

analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the 

suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, 

judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does not act as a fiduciary or an 

investment advisor except where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due 

diligence or independent verification of any information it receives. 

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P reserves the right to 

assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of 

an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.  

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units of 

S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the confidentiality of certain non-public information received 

in connection with each analytical process. 

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and 

analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com 

(subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at 

www.standardandpoors.com/usratingsfees. 

Australia 

Standard & Poor's (Australia) Pty. Ltd. holds Australian financial services license number 337565 under the Corporations Act 2001. Standard & Poorôs credit ratings and related research are not 

intended for and must not be distributed to any person in Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act).  

STANDARD & POORôS, S&P and RATINGSDIRECT are registered trademarks of Standard & Poorôs Financial Services LLC. 
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